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The thrust of the post-1985 restructuring of So- 
viet economic relations with the Third World is 
clear. In response to the domestic economic crisis, 
and taking advantage of the reduced strategic com- 
petition with the West, Moscow has tried to ease the 
burden of supporting radical regimes and to ex- 
pand normal commercial ties with the more stable 
and prosperous states. The so-called new thinking 
rejects basing economic relations with the develop- 
ing countries on political criteria, which is in keep- 
ing with the campaign to de-ideologize Soviet 
international behavior and the market-type eco- 
nomic reforms at home. 


A new era is in the making, but its shape as of 
yet does not have a clear outline: the future struc- 
ture of the USSR is uncertain, and basic economic 
reforms are creeping along a tortuous course. Fur- 
thermore, no matter how pragmatically conceived, 
aid and trade policies cannot be divorced from state 
interests: the decisions on whom to cut off and for 
what reasons, whom to sustain and on what terms, 
express foreign policy priorities. And, finally, what 
does “de-ideologizing” mean in practical terms? 
For example, until the failed anti-Gorbachev coup 
in August 1991, the Soviet regime was not willing 


to terminate its costly military and economic sup- 
port for Cuba. As a result of Castro’s backing the 
losing side, the Gorbachev leadership has unilater- 
ally announced the withdrawal of the Soviet garri- 
son from Cuba, without, however, mentioning the 
future of the large Soviet electronic intelligence in- 
stallations on the island. 


Fortunately, the wide-ranging debates on how to 
redefine Soviet relations with the Third World pro- 
vide insights into the alternatives proposed or 
taken. Glasnost’ has permitted an unprecendented 
and extremely frank discussion of past mistakes, 
failures, and misconceptions, wherein several inter- 
est groups articulating widely different political 
outlooks have staked out their positions. These dis- 
agreements, in turn, put into sharp relief the degree 
to which the regime was willing and actually able 
to reform before August 1991. They also indicate 
likely courses of Soviet policy should one group or 
another come to prevail in whatever form the USSR, 
or the Russian Republic, continues. 

This article covers the major changes in theory, 
institutions, and policies that have already oc- 
curred. It also examines the reordering of priorities 
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advocated by different interest groupings, prior to 
the upheaval of August 1991. 


Reforms in Theory 


The recognition of global interdependence is the 
cornerstone of new Soviet economic thinking. The 
principle of an “integral world” launched by Gor- 
bachev at the 26th CPSU Congress in 1986 laid to 
rest the theory of two separate (and competing) 
world markets. During Khrushchev’s tenure, this 
theory legitimated various “socialist” aid and trade 
policies meant to promote the economic liberation 
of former colonies and to undercut the Western 
presence there. During the 1970s, it undergirded 
Brezhnev’s drive to draw the developing states into 
a socialist international division of labor, the pref- 
erable alternative to the inequitable system obtain- 
ing in the capitalist market. 

To be sure, by 1980 Soviet economists and func- 
tionaries began to acknowledge the existence of a 
single market operating over and above its socialist 
and capitalist components. However, the theory 
was narrowly applied, i.e., only to legitimate East- 
West trade. Gorbachev broadened the concept to 
include the South as well. He recognized the “grow- 
ing tendency toward interdependence of the 
world,” driven by objective economic forces that 
were creating a global marketplace through world- 
wide processes of interaction and interpenetra- 
tion.’ 

Two further changes in the traditional formulas 
licensed new thinking about the post-colonial 
world. The first related to imperialism, the second 
to development theory. 


The new Party program, adopted at the 1986 
Congress, dispensed with the expression “national 
liberation struggle,” referring instead to the “liber- 
ated countries.” The use of this particular formula- 
tion (I was told at the time by specialists who helped 
devise it), was meant to convey the end of anti-co- 
lonial strife and the advent of a new era, that of 
constructive nation- or state-building. Accordingly, 
Gorbachev, speaking at the Congress, did not call 
on the developing countries to resort to unilateral 


steps against the West — on the debt issue, for 
example. Instead, he urged “cooperation on an 
equitable basis,” which meant “fair” and presum- 
ably negotiated solutions. 

This articulation of a more moderate stance on 
South-West relations allowed some experts to fill in 
the interstices and to argue outright that the tradi- 
tional image of neo-colonialism, with its “primi- 
tive” account of center-periphery interaction, had 
failed to materialize. Given the fact of interdepend- 
ence, an equitable partnership between the West 
and the developing countries could exist. 


The third theoretical change was in the develop- 
ment model. In Khrushchev’s time, the Soviets ad- 
vocated a “non-capitalist path,” and placed it in the 
1961 Party program. This basically Stalinist model, 
featuring state control of the economy, industriali- 
zation, and autarchy, was replaced during the 1970s 
by another model drawn from earlier Soviet expe- 
rience, that of the New Economic Policy. This blue- 
print was meant to promote a mixed economy, 
wherein the private sector in agriculture, light in- 
dustry and the services, plus foreign investment, 
would together supply the stimuli for growth ab- 
sent in the state sector. 

Under Gorbachev, the NEP model has been 
relegated to the background; increasingly the expe- 
rience of the NICs (newly industrializing countries) 
is both studied and extolled as the example of suc- 
cessful and desirable development. Articles and 
books forthrightly acknowledge that countries 
which had adopted a socialist orientation experi- 
enced economic stagnation, political conflict and 
bureaucratic strangulation, while those which 
opted for capitalist methods attained high eco- 
nomic growth. 


Glasnost’ Exposés 


Before enumerating the reforms that have thus 
far been carried out, it is instructive to indicate what 
glasnost’ has uncovered about the malfunctioning of 
Soviet aid and trade policies. Both the content and 
the growing boldness of these exposures are reveal- 


ing. 


1 Foreign Broadcast Information Service, Daily Report: The Soviet Union, FBIS-SOV-89-038, 26 February 1986, Part III, p. 9 [hereafter identified by 


code only]. 


2 N. Volkov, V. Popov, “Has an Era of Neo-Colonialism Materialized?” International Affairs (Moscow), No. 11, November 1988, pp. 107-117. See 
also P. Khvoinik, “Imperializm: termin i soderzhanie,” Mirovaya ekonomika i Lagoa 6 otnosheniya, No. 1, January 1990, pp. 5-19. 


3 Aleksei Kiva’s Natsional’noe-osvobaditel’noe dvizhenie: teoriya i praktika, (Moscow: Nauka, 1 


9), gives the fullest treatment of this subject. 


At the outset, criticism was functional, dealing 
with practical aspects of Soviet foreign aid policies, 
namely, their administration. Next, from Spring 
1989 on, during the elections to the Congress of 
People’s Deputies, and during the examination of 
the budget, debate widened to include the costs. 
‘ From there it was a short and logical step to ad- 
dressing the political aspects of Soviet foreign eco- 
nomic policies: whether the large expenditures 
were wisely spent to promote the nation’s interests, 
and what role the revitalized representative institu- 
tions should play in determining the flows of for- 
eign aid. 

In the early stages, the discussions were not re- 
ally all that novel or ground-breaking. Criticism of 
aid and trade policies with suggestions for change 
had become increasingly current during the last 
years of Brezhnev’s rule. But such criticism had 
only appeared in specialized journals and mono- 
graphs, and skirted being too specific. The poor 
performance of Soviet economic programs in the 
Third World was not a taboo subject by the late 
1970s, but it was not aired in public and critics had 
to observe a certain decorum. For instance, it was 
customary to start with paeans to the exemplary 
“selflessness” of Soviet policies, and not to refer to 
losses. Only with the onset of glasnost’ in 1987-88 did 
criticism, and quite detailed at that, reach the public 
media and become part of the open discourse. 

Specific information about the unbalanced na- 
ture of Soviet trade with the developing countries 
—i.e., the large, persistent and mounting deficits — 
replaced the incomplete figures or misleading per- 
centages that dressed up claims about the growth 
of these exchanges. Under the new dispensation, 
the composition of that trade looked just as bad. It 
was disclosed that raw materials constituted the 
largest share of Soviet exports, and that during the 
1975-1988 period the share of machinery exports 
declined from 21% to 15%. It became common 
knowledge that despite 35 years of concerted effort 
to expand its presence in Third World markets, the 
USSR had managed to capture only some 4% of the 
developing countries’ trade. 

Instead of reading encomiums to the numerous 
aid projects built with Soviet assistance, the public 
now learned that many projects were so poorly 


NWO 


31-34. 


Elizabeth Kridl Valkenier 


planned and administered as to be operating at a 
loss. To cite but two examples: in some instances, 
steel mills were constructed without preliminary 
research to determine the availability of raw mate- 
rials; in other cases, canneries were set up without 
taking into account the migration patterns of tuna, 
which, as it turned out, appeared in offshore waters 
only once every three years. 

Soviet performance was found wanting in other 
ways as well. The much vaunted concept of plan- 
ning that had supposedly enabled the USSR to fin- 
ish projects on time was now exposed as being 
hollow. Too many projects were “completed” in 
such a hurry for their public relations effect that 
“Potemkin village” -like devices had to be used to 
cover up the glaring gaps. In one place, for example, 
during opening ceremonies a hidden oil truck 
pumped oil into a pipeline that had not yet been 
connected. The poor qualifications of Soviet techni- 
cians were revealed, as well as the corrupt practices 
that tended to prevail in their selection: “nepotism, 
cronyism and sometimes pure and simple bribery 
were the main qualification for seconding special- 
ists abroad.” And all too often, even if specialists 
went abroad with the best intentions, they would 
succumb soon after their arrival to the lure of per- 
sonal enrichment. 

In keeping with the functional aims of the initial 
stage, attention centered on how to improve trade 
and aid operations. The remedies suggested in- 
cluded expanding trade with the NICs, increasing 
machinery exports, dealing with the private sector, 
undertaking smaller but more viable projects, start- 
ing bilateral East-South or trilateral East-West- 
South joint ventures, and financing aid projects of 
direct benefit to the USSR, in such areas as food, raw 
materials, and consumer goods. 

These practical proposals were often coupled 
with frank recommendations to drop traditional 
“socialist” practices. Instead, these specialist sug- 
gested adopting various profit-oriented measures 
such as acquiring equity, investing abroad to assure 
efficiency and proper control, or selling licenses and 
setting up consulting firms to realize better returns 
on the transfer of technology. 

Nevertheless, in the early stages of the discus- 
sions it was still deemed unseemly to hanker after 


A. Kuprianov, “Blizkii i dalekii Tretii Mir,” Literaturnaya gazeta, 26 September 1988, p. 14. 
G. Polyakov, “Economic Cooperation from the Viewpoint of Perestroika,” Asia and Africa Today, No. 5, October 1988, pp. 8-11. 
Ibid 
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profit, pure and simple. Hence, the proferred argu- 
ments tended to be phrased in terms of the need for 
efficient operations. But as the debate proceeded on 
to the costs of the Soviet programs, a far more 
candid and hardnosed rationale surfaced. There 
were calls for a “new external economic strategy.” 
Every deal should either be for profit or directly 
serve the needs of Soviet industry and the con- 
sumer.® 

The range and intensity of discussion rose to a 
different pitch during the elections and sessions of 
the reconstituted Congress of People’s Deputies in 
the first half of 1989. As the government disclosed 
more data on the sorry state of the economy, candi- 
dates and deputies began to ask pertinent questions 
about the contribution of reckless spending abroad 
to the economic plight at home. The most dramatic 
voice was that of Nikolai Shmelev, who on June 7th, 
after Ryzhkov’s report on the domestic economy, 
charged that the Prime Minister had underesti- 
mated the seriousness of the economic collapse, and 
proposed an alternate program to reduce the 
budget deficit. Reduction of “expenditures on inter- 
national commitments” — specifically the $6.6 bil- 
lion annual subsidy to Cuba — figured prominently 
in Shmelev’s rescue plan. 

Shmelev’s bold proposal shifted the debate from 
the mal-administration of aid and trade programs 
to their actual cost, and to suitable methods for their 
reduction. Demands were made for full disclosure 
of the sums spent (and here it should be noted that 
Shmelev pointedly stressed he was citing Western 
figures on Soviet support to Cuba, for no informa- 
tion was available at home), and for letting the 
elected parliamentarians vote on the appropria- 
tions. 

The shift of focus was neatly reflected in an 
interview a few weeks after Shmelev’s speech. Iz- 
vestiya, the daily organ of the government, asked an 
economist whether she thought the deputies were 
right to propose cuts in aid to the developing coun- 
tries. Elena Arafeva replied that aid to the develop- 
ing countries was a luxury the USSR could ill afford. 
But she added a new, significant element of ration- 
ality to the emotional calls for across-the-board 
cuts. She argued that although the USSR asa super- 
power could not simply suspend its foreign aid, 


N. Volkov, “ 
FBIS-SOV-89-110-S, 9 June 1989, p. 28, (Supplement). 


- OM 


there were at least three ways of improving the 
situation. First, let the Supreme Soviet and its com- 
mittees that examine the state budget vote on eco- 
nomic assistance (and do away with the 
“administrative-edict methods in the administra- 
tion of foreign economic activity”). Second, release 
facts and data on foreign aid (“we lack open statis- 
tics on that score”). And third, adopt “international 
norms,” and start making a clear-cut distinction not 
only between economic assistance and trade trans- 
actions, but also between outright grants, soft cred- 
its and commercial loans — all of which were 
commonly bunched together as “cooperation.""” 

These elementary and practical suggestions had 
no immediate results. When the USSR budget for 
1990 was passed later in the year, it included the 
lump sum of 26.4 billion rubles “to finance foreign 
trade, outlays on state banks, commercial opera- 
tions and other expenditure on international con- 
tacts.” The unitemized appropriation, as well as its 
magnitude, led Moscow News to editorialize that “to 
collect this sum for foreign aid, every inhabitant ... 
must pay nearly one hundred rubles a year.” The 
accompanying article by Andrei Kortunov broad- 
ened the argument from the cost of Soviet foreign 
aid to the composition and geographic distribution 
of Soviet assistance — in effect, it questioned the 
very character of foreign policy that this huge ap- 
propriation underwrote. 

Kortunov, a researcher at the Institute of USA 
and Canada, pointed out that Cuba received one- 
quarter of all Soviet foreign aid. Moreover, two- 
thirds of Soviet assistance to the Third World was 
military in nature, and went to regimes “notorious 
for their authoritarian or dictatorial methods of 
rule, the cults of their leaders, a ruthless suppres- 
sion of opposition, and for corruption.” The point 
of Kortunov’s argument was not merely that hu- 
manitarian concerns played a very minor role in 
determining Soviet assistance. Far more important 
was the fact that such aid supported a foreign policy 
that went counter to the professed goals of Gor- 
bachev’s regime: it put into question the new stra- 
tegic doctrine of reasonable sufficiency and 
undermined efforts to reduce East-West tensions in 
the Third World. According to Kortunov, instead of 
implementing the professed new political thinking, 


tion with the Third World,” International Affairs (Moscow), No. 9, September 1989, pp. 103-110. 
0 "From Dogmas to Realism,” Izvestiya, 11 July 1989, FBIS-SOV-89-140, 24 July 1989, pp. 13-15. See also B. Sergeev, “Help, but within One’s 


Means,” Argumenty i fakty, No. 27, 8-14 July 1989, FBIS-SOV-89-137, 19 July 1989, pp. 10-11. 


the unchanged military aid package “stimulated 
adventurism in foreign policy and aggressiveness 
toward neighboring countries.” 

In 1990, exposures and probings on the size and 
purport of military aid grew apace. In the name of 
glasnost’ critics now pressed for disclosures on mili- 
tary aid and sales, not just for figures on economic 
assistance or the size of Third World debt to the 
USSR. Noting the evident absence of an about-face 
in stated official policies, they would ask: “What 
real political dividends, not to mention economic 
benefits, did our country receive from the shipment 
of arms, let us say, to Angola (according to SIPRI 
data, during the period of 1982-1986 it received 
Soviet arms worth almost $5 billion), to Mozam- 
bique (the volume of deliveries for the indicated 
period was $1.3 billion), and to Ethiopia ($3.8 bil- 
lion)?” 

All the while the Ministry of Defense refused to 
divulge any data. A real breakthrough came in July, 
when no less a journal than the Party’s theoretical 
monthly, Kommunist, printed an article by a senior 
staff member of IMEMO (The Institute of World 
Economy and International Relations), Sergei Ka- 
zennov, with a fairly well documented discussion 
of the economic aspects of the Soviet arms trade. 
The aim was to demonstrate that, contrary to the 
thinking in some quarters, arms sales, which con- 
stituted about 15% of Soviet exports, were actually 
unprofitable. Not only were Soviet weapons expen- 
sive to produce, but they were sold at discount 
prices. And most important, during the 1980s, in 
contrast to the 1970s, the recipients stopped paying 
for the deliveries. Thus, unpaid-for arms consti- 
tuted a large portion of the outstanding Third 
World debt to the USSR. The 20 leading importers 
(not enumerated) who took 97% of the value of 
Soviet arms exports were at the same time account- 
able for 96% of Third World debt to the USSR.'° 


Even though Kazennov professed to deal merely 
with economic matters, he raised some pertinent 
questions about the effectiveness of Soviet foreign 
policy as well, noting that India, Egypt, Iraq, Libya 
and Algeria (which together accounted for one- 
fourth of Third World debt to the USSR) somehow 
managed at the same time to keep repaying the 
West. 
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Institutional and Administrative 
Reforms 


Restructuring the institutional and administra- 
tive framework of Soviet economic operations in 
the Third World had started before glasnost’ took 
hold. In 1986, a Committee for Foreign Economic 
Relations was set up. Headed by Ivan D. Ivanov, an 
enthusiastic proponent of multilateralizing and 
commercializing Soviet activities abroad, it was 
charged with improving operations. The following 
year, the Ministry of Foreign Trade and the State 
Committee on Foreign Economic Relations (GKES, 
or the Soviet Aid Agency) were replaced by a single 
Ministry of Foreign Economic Relations. (At the 
same time, several top administrators of GKES 
were either dismissed in disgrace or brought to trial 
for embezzlement and other corrupt practices.) The 
reorganization sought to bring various scattered 
operations under one roof in order to create an 
integrated, efficient and profitable system. 


Legislation adopted in 1987 and 1988 reduced 
the rigid state control that hampered contacts 
abroad. The Law on Foreign Investment in the 
USSR opened the country to an influx of foreign 
businesses, and the Law on External Economic Ac- 
tivity permitted individual Soviet economic entities 
(ministries, plants, and coops) to deal directly with 
foreign partners. 

Several measures meant to improve Soviet eco- 
nomic performance abroad were passed as well. In 
September 1988, the Council of Ministers issued a 
decree on measures to improve the administration 
of aid projects. And in July 1990, President Gor- 
bachev promulgated a decree which, among other 
things, served notice that it was now state policy to 
curb the former preferential arrangements. It speci- 
fied that the USSR “shall build projects abroad on 
the principles of mutual benefit and mutual inter- 
est, being guided in this by international norms and 
practices . . . and proceed from the fact that eco- 
nomic assistance shall be rendered taking account 
of our country’s real possibilities.” “ 

The same decree also announced the conversion 
of CMEA settlements to convertible currencies as of 
January 1991 — a stringency measure certain to 


11. _— A. Kortunov, “Soviet Foreign Aid. Is it Always Put to Wise Use?” Moscow News, No. 49, 10-17 December 1989, p. 6. 
12. Yuri Kornilov, “Arms Shipment to the Third World,” Literaturnaya gazeta, 19 January 1990, p. 9, FBIS-SOV-90-024, 5 February 1990, ee 2-3. 


13. “Proshchai oruzhie?” Kommunist, No. 10, July 1990, pp. 43-47. See also the interview with the Minister of the Aviation Industry, A. 


Systrov, for 


counterclaims on the high quality and profitability of Soviet military production, Izvestiya, 27 March 1990, p. 3. 
14‘ The text of the decree is in Vneshniaya torgovlia, No. 8, August 1990, (Supplement). 


The Harriman Institute Forum 


affect the preferential accounting procedures used 
with such Third World socialist allies as Cuba and 
Vietnam. 

Steps were also taken in response to the demands 
that economic relations with the developing coun- 
tries be opened to public scrutiny. First came the 
recognition of the legislative power of the elected 
deputies: in July 1989, the Supreme Soviet was em- 
powered to assume control over foreign aid appro- 
priations. A degree of glasnost’ about the economic 
costs of such aid followed. On March 19, 1990, 
Izvestiya printed a detailed table on Soviet lending, 
both to the socialist and non-socialist developing 
countries — the first such revelation ever. It showed 
a total of 85.8 billion rubles outstanding, as of No- 
vember 1989. The East European states owed Mos- 
cow some 6.6 billion rubles; the Asian CMEA 
members owed 21.7 billion; and Cuba, 15.5 billion. 
The remaining LDCs owed about 49% of the total 
sum (see table). 


Practical Results of Reforms 


Thus far the results of the professed conceptual 
changes and the institutional reforms have been 
more evident in trade than in aid policies. 


In the trade area, the drive to “de-politicize” 
operations and to introduce what the Soviets now 
recognize as normal commercial relations has been 
very pronounced. To this end, Moscow is openly 
adopting novel forms of activity that have nothing 
in common with the former, qualitatively different, 
“socialist” economic behavior. The new forms attest 
to a serious business motivation. These departures, 
to mention but a few, have included deals with the 
private sector, establishing partnership in joint 
stock companies, offers of direct Soviet investment 
in the exploitation of natural resources, organizing 
trilateral East-South-West ventures in the Third 
World, and promoting Third World investment in 
the USSR. 


It is the search for increased profits that moti- 
vates the current outreach to the NICs of Asia and 
Latin America — some of them neglected in the 
past, others ostracized. Moscow is courting these 
countries with trade fairs, information seminars for 
businessmen, and official visits. When Prime Min- 
ister Ryzhkov visited the ASEAN states in early 


15 Ekonomika i zhizn’, No. 20, July 1990, FBIS-SOV-90-143, 25 July 1990, p. 72. 


1990, he worked as hard to link the potential prom- 
ised by Soviet economic reforms with the rapid 
development of South-East Asia as to warm up 
diplomatic relations. A retinue of economic advis- 
ers, Officials, and representatives of the revived So- 
viet Chamber of Commerce accompanied Eduard 
Shevardnadze in his diplomatic trips to Latin 
America (in 1988) and Africa (early 1990). 


The communiques at the conclusion of his visits 
used such novel vocabulary as the “promotion and 
protection of investment,” or “joint enterprises with 
the participation of state and private capital.” The 
1990 negotiations with South Korea to set up pro- 
duction facilities (a furniture plant and a ship repair 
service) in the Soviet Far East and the agreement 
with the South Africa-based De Beers company to 
market Soviet diamonds illustrate the Soviet’s will- 
ingness to shed longstanding political scruples and 
aversions. 

The reduction in outright aid and in conces- 
sional terms of trade with socialist allies is being 
pursued, butina far less open manner. There is little 
detailed information on the subject, and most likely 
the results have not been impressive. Here, political 
and strategic considerations obviously outweigh 
economic interests. 

The Supreme Soviet deputies and the media 
have been unable to get any specific answers to their 
inquiries about cuts in aid or detailed information 
about the extent of support to individual countries. 
As mentioned, public pressure did result in the 
publication of some figures on overall debt. But 
little has been forthcoming on aid, other than the 
quite general figures such as Ryzhkov divulged in 
July 1990: “Soviet aid appropriations have been 
reduced from the 10 billion rubles in credits and 2.5 
billion in gratuitous aid in the 1989 budget to 8.1 
billion rubles and 1.6 billion rubles in the 1990 
budget.”° 

Moreover, despite the July 1989 law expanding 
the powers of the Supreme Soviet, Soviet parlia- 
mentarians have not really assumed control over 
aid appropriations. When the USSR extended $300 
million in financial aid to Afghanistan in August 
1990, a high official of the Ministry of Foreign Eco- 
nomic Relations let it be known that “the agree- 
ments signed last week do not require approval by 
the respective Soviet parliamentary committees 
and commissions.” !° 
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USSR: Foreign Debt Figures 
(in millions of rubles, as of November 1, 1989) 
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Similarly, until Castro’s support of the the anti- 
Gorbachev coup in August 1991, Soviet-Cuban re- 
lations were off-limits. Before the 1991 trade and 
cooperation agreements with Havana were con- 
cluded, there were official indications that the So- 
viet side wanted “radical” modifications of the 
existing method of calculating prices, i.e., a change 
to using current world prices for settling payments, 
and to deliveries on a value-balanced basis.’© But 
when the new annual agreement was signed on 
December 21, 1990, no details of the new pricing 
system were released. However, dissatisfaction 
with the lack of information was so pronounced 
that the media succeeded in shedding some light on 
the question. Although specific details were un- 
available (the full text has not been published), 
persistent interviews revealed that the Soviet side 
insisted on signing agreements which specified ac- 
counting and payments in dollars. Nevertheless, 
since Cuba was unable to change to the new system 
overnight, various modifications in Havana’s favor 
were granted for the time being. !” 

However, after the August 1991 events, Soviet 
patience with Cuba’s needs ran out, and Gorbachev 
announced on September 11th that economic rela- 
tions with Havana would be based on “free trade.” 
The following day, Foreign Minister Boris Pankin 
put it more crassly, saying that these relations 
would be “purely commercial.” 


Interest Groupings in the 
Debates 


Whatare the interests that motivate and advance 
the drive to reform Soviet economic relations with 
the Third World? It used to be customary to classify 
divergent interest groupings by institutions — the 
Party, the military, etc. Glasnost’, however, has dis- 
closed a far more complex spectrum of opinion. At 
least four different views on policies toward the 
developing countries are now discernable, views 
that cut across institutional lines and reflect differ- 
ing political philosophies rather than professional 
affiliations. 

The common starting point to all the discussions 
is reducing the economic burden of Soviet alliances 


with the Third World. But beyond that, paths di- 
verge as to how much to cut, whom to cut off, by 
what means, and to what purpose. Some knowl- 
edge of these distinct groups and their rationales 
affords an outside observer excellent insight into 
how different groups make use of glasnost’ to shape 
the domestic and diplomatic perestroika they long 
for. 


The four groupings can be classified as the iso- 
lationists, the radical pro-Western, the moderate 
pro-Russian, and the conservative, strategically 
minded reformers. 


The isolationist mood is most evident among the 
public at large, among the majority that is no longer 
silent. Theirs is a simple gut reaction to the every- 
day experiences and consequences of the deepen- 
ing economic crisis and shortages. Resentments are 
exacerbated by the glasnost’ exposures about the 
rubles wasted on unreliable and corrupt clients. It 
is an “us first” attitude, which for the most part does 
not involve any specific preference for a course of 
domestic or foreign policy reforms paralleling the 
USSR’s disengagement from the Third World. 

The widespread feeling about the relative posi- 
tion of the USSR as donor and some countries it 
supports with aid is visible in the pins (znachki) 
produced nowadays in the Soviet Union. One 
shows the bushy head of a tribal chief and bears the 
ironic caption, “We shall catch up with Africa.” A 
question addressed to Ryzhkov at the Supreme 
Soviet soberly encapsulates the wishes of the gen- 
eral public: “Is it not time to suspend material and 
financial aid to foreign states, given our country’s 
difficult economic situation?” 

The revulsion against waste in foreign aid is so 
strong and widespread that others make use of it 
for their own ends. There is little doubt that the 
government had a hidden motive for permitting 
parliament to vote on aid appropriations: to have 
the excuse that its hands are tied when the time 
comes to explain the cuts to recipients. It is also 
evident that the pro-Western reformers play on 
these resentments in order to embarass the regime 
and force it to give in to public demands and en- 
large the scope of democratic controls. 

Among the reformers with a domestic and for- 
eign agenda there are two groupings, the radicals 


16 See comments by V. Benediktov, Secretary of the Soviet-Cuban Inter-Governmental Commission for Economic, Scientific and Technical 
Cooperation, Pravitel’stvennyi vestnik, No. 52, December 1990, p. 10, FBIS-SOV-91-001, 2 January 1991, pp. 10-11. 
17 Interview with Juan Escalone, President of the Cuban National Assembly, FBIS-“SOV-91-058, 26 March 1991, p. 22. 


18  FBIS-SOV-90-143, 25 July 1990, p. 25. 


and the moderates. Neither proposes to eliminate 
aid altogether, only to reduce it through various 
efficiency measures. But their approach to improv- 
ing the Soviet economic position is markedly differ- 
ent: radicals model their reform proposals and 
aspirations on Western practices and institutions, 
while moderates justify their stance by recognizing 
the constraints of the internal economic logic that 
dictates Soviet policies. 

The radicals could just as well be called West- 
ernizers. Their campaign to improve Soviet eco- 
nomic operations in the Third World ties in with 
their goals of introducing a market economy and 
representative democracy at home, and achieving a 
much closer rapprochement with the West in for- 
eign policy. Its members include some prominent 
political figures and economists; people like Ana- 
toli Sobchak and Nikolai Shmelev (who spoke up at 
the Congress of People’s Deputies and in the press), 
Ivan D. Ivanov and Ernst Obminsky (respectively, 
Deputy Chairman of the Commission for Foreign 
Economic Relations and Deputy Foreign Minister 
in charge of international economic relations), who 
already in the 1970s began advocating the multi-lat- 
eralization and opening up of the Soviet economy. 
They are seconded by younger economists and po- 
litical scientists from research institutes of the 
Academy of Sciences, especially IMEMO and the 
Institute of USA and Canada, who, in the process of 
establishing their reputation, give frequent inter- 
views to the media. 


As indicated, their method for advancing re- 
forms is to utilize the newly-democratized channels 
— the parliament and the media. In the name of 
glasnost’, they have been pressing for fuller disclo- 
sure of the amounts involved in economic and mili- 
tary assistance, and for proper differentiation 
between grants, soft loans, and commercial credits. 
The purpose behind these moves is to introduce 
public control over these decisions, and to improve 
the process of decision-making through appropri- 
ate information and analytical tools. 

The pro-Western reformers propose practical 
measures to place as many Soviet economic deals 
with the Third World as possible on a “commer- 
cial basis.”!” They advocate debt swapping to 
redeem the sizable sums due Moscow, and tripar- 
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tite East-West-South venturestorevitalize trade.”” 
They favor steps that would multilateralize So- 
viet operations and help integrate the USSR into 
international financial and other institutions. 

This economic agenda goes hand-in-hand with 
a certain set of political beliefs and goals. The radi- 
cals are the most pro-detente, pro-peaceful coexis- 
tence advocates on the spectrum of Soviet political 
opinion. Hence, they are the most consistent critics 
of Soviet strategic entanglementin the Third World, 
since it has fueled East-West tensions and competi- 
tion. Consequently, this group has been most per- 
sistent in exposing the economic costs of military 
sales and in pressing to bring military assistance 
under public control. 

Because the radicals are so vitally interested in 
promoting detente with the West, they are the 
harshest critics of Soviet assistance to Cuba. They 
press for glasnost’ not only on the costs of aid but 
also on the strategic stakes. Neither charity nor 
international solidarity is the motivation, they ar- 
gue, since Cuba provides the USSR with military 
facilities and colossal listening stations. In short, 
Cuba is a strategic asset, not a needy country.” 

The moderates, the third group, are much less 
enamored of Western reform models, and have a 
more circumscribed vision as well as aims. Their 
main concern is with workable reforms in aid and 
trade, tending on the whole not to address, directly 
or indirectly, either foreign or domestic politics. 
Their mode of operations is also different. Their 
views are seen more often in the specialized jour- 
nals than on the pages of the daily press. And they 
try to influence the parliament and the administra- 
tion more through interoffice memoranda than 
through public pressure. 

_ Economists associated with various academic 
institutions predominate in this group, and their 
views seem to be shared by quite a few economists 
working in the ministries. As a group, they tend to 
belong to the older generation, to have had consid- 
erable experience as scholars and administrators 
before 1985, and to have served in World War II. 

The group’s caution is due to several reasons. 
They are not as optimistic as the radicals about the 
returns from a quick and unguarded entry into the 


19 E. Obminsky, Global’nye interesy i natsional’nyi egoizm (Moscow: Mezhdunarodnye otnosheniya, 1990), p. 286. 
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world market dominated by the industrial capitalist 
powers, from joining international institutions and 
shouldering various encumbent obligations, or 
from radically changing the nature of economic 
relations with the Third World. Their lack of enthu- 
siasm for the West is in part due to economic calcu- 
lations, in part to a certain mistrust of “alien” 
Western ways. 

During my talks with several economists of this 
persuasion last December in Moscow, I repeatedly 
heard in passing that the radicals were copying 
Western methods. wholesale, too uncritically, and 
with little knowledge of Soviet realities. To the 
moderates, Soviet economic relations with the 
Third World havea logic created by the centralized 
state controls, the non-convertible ruble, and the 
non-competitive nature of Soviet exports. The mod- 
erates also believe that the radical reformers are at 
root more motivated by politics than economics. 


The moderates want to do away with the waste- 
ful, mismanaged, and misdirected policies of the 
past, but they do not want to weaken the USSR by 
too precipitous a change in partners and methods. 
They are fully cognizant of the persisting weak- 
nesses in the Soviet economy and the long and 
tortuous course that the reforms will take, and that 
in the meantime the USSR simply cannot through 
sheer will alone jettison its traditional partners in 
the Third World and replace them with the NICs 
and the West. 


With these built-in weaknesses in mind, they 
begin their arguments by noting that not all eco- 
nomic deals with the Third World are unfavorable. 
They readily admit that one-half of Soviet trade 
with the developing countries is with the socialist 
states of Mongolia, Vietnam, North Korea and 
Cuba, who are the biggest debtors (about 46% of the 
total). But the other half of Third World trade is 
useful and profitable: one ruble of expenditure in 
that trade brings more return than it does in overall 
Soviet trade. Moreover, these Third World partners 
import Soviet goods that cannot readily be sold 
elsewhere (e.g., they purchase 20% of Soviet ma- 
chinery exports), and satisfy many Soviet needs for 
foods and consumer goods.” 


In this light, even Soviet-Cuban trade is not seen 
as a drain but as a rather reasonable arrangement. 
After all, the USSR gets one-third of its sugar needs 
from the island, 40% of its citrus fruit consumption, 
one-sixth of its requirements in nickel and cobalt — 
and all of it for rubles. To buy these products else- 
where would cost the USSR some $2 billion annu- 
ally.? 

In keeping with their low political profiles, the 
moderates do not address the issue of military aid 
in their printed discussions. But they do touch on 
this matter in their internal memoranda where they 
argue that military aid is to a large extent responsi- 
ble for the Third World debt and other imbalances. 
They propose reducing military deals for economic 
reasons — to direct trade into normal and profitable 
channels — not to improve the atmospherics of 
East-West relations, which is the radicals’ aim. 


The cautious pragmatists argue that widening 
trade with the developing countries can and should 
be a priority. Their recommendations center more 
on sprucing up bilateral relations than on venturing 
into the unfamiliar territory of multilateralization. 
They do not reject multilateralization, but favor 
improving the existing network in order to enter the 
wider field of activity from a stronger position. 
Good chances for improvement are seen in Africa, 
for example, through a concentration on joint agri- 
cultural production or mining managed according 
to the efficiency and profit-minded instructions of 
the presidential decree of July 1990. They believe 
that given the new, practical principles which are to 
guide Soviet economic activities in the Third World, 
the fact that 30% of the projects conducted in Africa 
have turned out to be unprofitable is no deterrent. ‘ 

Finally we come to the conservatives, who be- 
lieve the Third World is well worth paying the 
price; they see it as a safeguard or a bargaining chip 
against the U.S. Unlike the reformers, they are con- 
cerned not with the cost of economic relations with 
the developing states but with the Soviet Union’s 
power position. Within the grouping there are 
tough hardliners and moderate conservatives. 

Until his deposition, Egor Ligachev was a force- 
ful spokesman for the tough line, for those who did 
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not intend to abandon the radical allies under any 
circumstances. Ligachev justified that position by 
arguments drawn from the traditional political lexi- 
con that identified Soviet national interests with 
class interests and international solidarity. After 
Ligachev’s demotion that vocabulary became dis- 
credited. But during the Persian Gulf crisis the old 
line resurfaced in a somewhat different guise. This 
time, the tough conservatives spoke up more can- 
didly: in the name of national interests instead of 
class interests or international obligations. In the 
words of Defense Minister Yazov: “We do not have 
the right to be weakened, despite the positive proc- 
ess of... strengthening confidence between different 
states. In the world there not only remain but also 
appear now ‘hot spots,’ which under certain condi- 
tions can grow into global conflict. Such a ‘spot’ 
appears now in the Near East. And Grenada and 
Panama are not yet forgotten.”” 

The strength of the tough-minded conservatives 
in the government has been obvious. Despite the 
persistent questioning by the pro-Western reform- 
ers in the media and the Supreme Soviet about the 
actual expenditures on arms sales and military as- 
sistance, no full or partial figures have been re- 
leased beyond vague explanations to the effect that, 
“[with] the publication of data on weapons exports, 
the Soviet Union is now taking an active part within 
the UN framework in the development of a register 
of international arms sales and deliveries.”*° The 
continuing secrecy on these matters stands in sharp 
contrast to the release of debt figures pointing up 
the line the government pursues regarding glasnost’ 
and foreign policy. Glasnost’ can be used to justify 
cutting-back on aid expenditures, but must stop 
short of any relaxation of the strategic posture. 


The moderate conservatives are prominent 
among the older diplomatic corps and academic 
specialists. Unlike the tough-minded hardliners, 
they concede that both the economic and the mili- 
tary components of Soviet cooperation with the 
Third World are in need of restructuring — the 
former because it had not been subjected to rigor- 
ous cost scrutiny, the latter because it had grown to 
“unjustifiable” proportions. However, these prag- 
matists do not condone the harsh criticism voiced 
by the radical reformers or countenance the policy 
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changes they advocate. They consider the radicals’ 
criticism as much too one-sided, and their policies 
as risky unilateral concessions that would leave the 
USSR unnecessarily exposed to American pres- 
sures. 

The moderate conservatives want to ensure that 
overhauling Soviet policies will be part of a “recip- 
rocal” process — a process from which the devel- 
oping states are not excluded and in which the US 
also participates, so that a new code of conduct 
obligatory on all would emerge. They oppose uni- 
lateral actions on the part of the USSR for two 
reasons: (a) by “betraying” its partners the Soviet 
Union would lose its credibility; and (b) unilateral 
concessions would weaken the USSR vis-a-vis the 
United States.”” 


In Conclusion 


Until August 1991, the debates on economic ties 
to the Third World had not changed the course of 
Soviet policies, as much as they had helped to clar- 
ify what was actually “new.” Of course, the thor- 
oughgoing de-ideologization favored by the 
“silent” majority and the radical reformers (involv- 
ing, as it would, unilateral cuts and/or complete 
commercialization) never stood a chance of being 
implemented. However, the arguments and moti- 
vations behind these proposals put into sharper 
relief the reasoning of the moderate reformers and 
the conservatives. This is of value since the policies 
which the USSR had actually chosen to pursue 
reflected the reasoning of the latter two groups. The 
government's strategy was aimed at gaining incre- 
mental economic advantages without incurring ex- 
cessive political losses. 


Given this goal, Soviet unwillingness to cut off 
Cuba was not altogether out of line with the princi- 
ples of de-politicization and commercialization (or 
“mutual benefit” in the “newspeak” of the Gor- 
bachev era). Moscow undoubtedly believed that, 
either through a change in leadership or by force of 
circumstances, Havana would eventually alter its 
ways, abate its command economics, and become 
part of the Latin American and U.S. markets. As a 
result, the USSR would benefit both directly and 
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indirectly, i.e., it would recoup some of the debt in 
dollars and extend its commercial presence in the 
hemisphere. 

This is the way Moscow has managed its com- 
mitments to Vietnam, and the plan has worked. 
Vietnam is implementing market-oriented reforms 
in its domestic and foreign economic policies, 
which receive general approbation from both the 
Soviet government and specialists. Hence, despite 
its 9.1 billion ruble debt, there has been no public 
outcry about the expense of this political commit- 
ment. The same is true of Angola, which owes 2.1 
billion rubles. Here the encouraging developments 
consist of a winding-down of the civil war and 
membership in the IMF and the World Bank. Each 
country offers prospects of efficient economic poli- 
cies that will assure Moscow more remunerative 
bilateral relations, as well as an opportunity to in- 
teract with larger and more prosperous economic 
entities (e.g., the ASEAN states and various inter- 
national financial institutions) through different tri- 
lateral or multilateral arrangements. 

Probably the most revealing statement on how 
the USSR expected — ideally — to square the con- 
flicting demands of making economic gains with- 
out suffering political losses was made last year 
during Shevardnadze’s visit to Africa to attend Na- 
mibia’s independence ceremonies. Yuri Yakulov, 
head of the African Department in the Foreign Af- 
fairs Ministry, commented on the economic returns 
the USSR expected to gain from the political settle- 
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ments of the various conflicts in southern Africa, 
",..We spent millions during the period of confron- 
tation. However, all of these sums are insignificant 
compared to the prospects opening up for estab- 
lishing truly mutually beneficial cooperation with 
countries of southern Africa, Angola and Mozam- 
bique.... There are prospects of trade and economic 
ties profitable to this country. I believe that Soviet 
policy directed at the political settlement of conflict 
in southern Africa is quite profitable . . . Soviet 
diplomacy is working for peace elsewhere in Africa. 
The USSR is ready to establish relations with the 
Republic of South Africa . . ore 


Such remarks showed that there was more to the 
redefinition of Soviet national interests in the Third 
World than merely conducting a foreign policy the 
country could afford. As well as disengagement to 
save rubles, the USSR pursued policies toward the 
Third World that protected its interests and prom- 
ised greater economic gains. 

It remains to be seen whether the ascendancy of 
the democratic-minded reformers after the August 
1991 events will significantly alter the pattern of 
behavior which the more conservative forces had 


until then favored and promoted. 
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